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Market Reset? 

There is simply no way to sugar coat the performance of the markets through the first six months of 

the year. After years of markets providing investors with opportunities to create wealth, we now find 

ourselves facing a new set of challenges. For most of the last decade, markets have shown their 

resiliency. Supportive government policies and abundant sources of inexpensive capital had provided 

a safety net.  Today, the situation and the market’s response are vastly different.

Whether it was the 2008 financial crisis or the 2020 Covid pandemic, there was a response through 

government policy and/or intervention. These programs not only attempted to soften the blow to 

those who were most impacted, but they also created new opportunities. Unfortunately, increased 

speculation and risk also came along for the ride. Money was literally cheap and plentiful.  An 

environment of low interest rates along with an accommodating Federal Reserve was like a siren’s 

call. Whether it was the home buyer trading up or a corporation buying or merging with its biggest 

competitor, they all wanted to join the party.

Is the current market now asking for that “loan” to be paid back? It really isn’t that simple. As each 

crisis unfolded, the response at the time, seemed totally appropriate. While one can debate these 

interventions, it is hard to argue that many individuals and businesses would have otherwise suffered. 

Today, we face some of the by-products and unintended consequences from these economic 

conditions and the response to them. The battle against Covid is a good example. This was not just a 

battle for our collective and individual health but also for our economic survival. Choices were being 

made and attitudes were shifting about work, lifestyle, travel, with each decision having both a 

personal and an economic impact.

Now,  we are confronted with the rapid and destructive power of inflation and a Federal Reserve that 

has been accused of being asleep at  the wheel. Interest rates have and will likely continue to go up 

over the next few months. For the Fed, raising rates is one of the few tools that they can use to break 

the back of inflation. Unfortunately, like most remedies, there are side effects. Mortgages and other 

loans will likely cost more. Buyers may stop buying. Jobs and businesses may suffer. The stock 

market too, will need to adjust, as companies adapt to the higher interest rate environment.

As we have written in our First Quarter Newsletter, client portfolios took on a “defensive” posture, as 

we were and remain mindful of the shift in the economy. We are optimistic that there are some early 

signs of an inflation “peak” as natural supply and demand forces, and the influence of higher rates 

may already be having an impact. If this trend continues, it could restore much needed confidence in 

the markets for the second half of this year and for which we are prepared to participate in. 
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2 Portfolio Review & Comment

The views expressed herein are those of the author and do not necessarily reflect the views of Morgan Stanley Wealth 

Management or its affiliates. All opinions are subject to change without notice. Neither the information provided, nor any 

opinion expressed constitutes a solicitation for the purchase or sale of any security. Past performance is no guarantee of 

future results.

This material is intended only for clients and prospective clients of the Portfolio Management program. It has been 

prepared solely for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell

any security or other financial instrument, or to participate in any trading strategy. 

The individuals mentioned as the Portfolio Management Team are Financial Advisors with Morgan Stanley participating in 

the Morgan Stanley Portfolio Management program. The Portfolio Management program is an investment advisory 

program in which the client’s Financial Advisor invests the client’s assets on a discretionary basis in a range of securities. 

The Portfolio Management program is described in the applicable Morgan Stanley ADV Part 2, available at 

www.morganstanley.com/ADV or from your Financial Advisor.

Past performance of any security is not a guarantee of future performance. There is no guarantee that this investment 

strategy will work under all market conditions. 

International investing may not be suitable for every investor and is subject to additional risks, including currency 

fluctuations, political factors, withholding, lack of liquidity, the absence of adequate financial information, and exchange 

control restrictions impacting foreign issuers. These risks may be magnified in emerging markets.

Information contained herein has been obtained from sources considered to be reliable, but we do not guarantee their 

accuracy or completeness.

The Portfolio Management program is an investment advisory program in which the client’s Financial Advisor invests the 

client’s assets on a discretionary basis in a range of securities. 

Dow Jones Industrial Average is a price-weighted index of the 30 “blue-chip” stocks and serves as a measure of the U.S. 

market, covering such diverse industries as financial services, technology, retail, entertainment and consumer goods. An 

investment cannot be made directly in a market index.

S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the broad 

stock market. An investment cannot be made directly in a market index.
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